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Effective July 1, 1991, this paragraph also applies to children requiring special education
who are severely and profoundly handicapped.

Approved April 22, 1991

CHAPTER 40
SECURITIES TRANSACTIONS — REGULATORY AND OTHER PROVISIONS
S.F. 520

AN ACT relating to securities by regulating transactions involving securities and regulating
persons engaged in businesses related to the issuance or trading of securities, and provid-
ing penalties.

Be It Enacted by the General Assembly of the State of Iowa:

Section 1. Section 79.17, Code 1991, is amended to read as follows:

79.17 ADDITIONAL PAYROLL DEDUCTIONS.

1. For the purposes of purchasing insurance and at the request of two hundred fifty or more
state officers or employees, the state officer in charge of the payroll system shall deduet from
the wages or salaries of the state officers or employees an amount specified by each of the
officers or employees for payment to any insuranee company authorized to do business in this
state if the following conditions are met:

a. The request for the payroll deduction is made in writing to the officer in charge of the
payroll system.

b. The pay period during which the deduction is made, the frequency, and the amount of
the deduction are compatible with the payroll system.

¢. The insurance coverage is not provided by the state.

2. The moneys deducted under this section shall be paid promptly to the insuranee com-
pany designated by the state officers or employees. The deduction may be made even though
the compensation paid to an officer or employee is reduced to an amount below the minimum
prescribed by law. Payment to an officer or employee of compensation less the deduction shall
constitute a full discharge of claims and demands for services rendered by the officer or employee
during the period covered by the payment. The request for the deduction may be withdrawn
at any time by filing a written notification of withdrawal with the state officer in charge of
the payroll system.

Sec. 2. Section 262.21, Code 1991, is amended to read as follows:

262.21 ANNUITY CONTRACTS.

At the request of an employee through contractual agreement the board may arrange for
the purchase of group or individual annuity contracts for any of its employees from any com-
pany the employee chooses that is authorized to do business in this state, or the board may
arrange for the purchase of an individual mutual fund contract from any company the employee
chooses from a broker-dealer, salesperson, or mutual fund registered in this state, te, for retire-
ment or other purposes, and may make payroll deductions in accordance with the arrange-
ments for the purpose of paying the entire premium due and to become due under the con-
tract. The deductions shall be made in the manner which will qualify the annuity premiums
for the benefits under section 403b of the Internal Revenue Code, as defined in section 422.3. The
employee’s rights under the annuity contract are nonforfeitable except for the failure to pay
premiums.

Whenever an existing tax-sheltered annuity contract is to be replaced by a new contract
the agent or representative of the company shall submit a letter of intent to the company being
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replaced, to the insuranee commissioner of the state of Towa insurance, and to the agent’s or
representative’s own company at least thirty days prior to any action. Each required letter

and description of the contract being replaced and a description of the replacement contract.

Sec.3. Section 502.102, subsection 4, paragraphs ¢ and d, Code 1991, are amended by strik-
ing the paragraphs and inserting the following:

c. A bank when acting on its own account or when exercising trust or fiduciary powers per-
mitted for banks under applicable state or federal laws and regulations providing for the organi-
zation, operation, supervision, and examination of such banks;

d. An insurance company which effects transactions in its own accounts;

Sec. 4. Section 502.102, subsection 7, paragraph b, Code 1991, is amended by striking the
paragraph and inserting in lieu thereof the following:

b. With respect to a fractional undivided interest in an oil, gas, or other mineral lease or
in payments out of production under a lease, right, or royalty, the term “issuer” means the
owner of an interest in the lease or payments out of production under a lease, right, or royalty,
whether whole or fractional, who creates fractional interests for the purpose of sale.

Sec. 5. Section 502.102, subsection 12, Code 1991, is amended to read as follows:

12. “Security” means any note; stock; treasury stock; bond; debenture; evidence of indebt-
edness; certificate of interest or participation in a profit sharing agreement; collateral trust
certificate; preorganization certificate or subscription; transferable share; investment contract;
voting trust certificate; certificate of deposit for a security; eertifieate of interest or participa-
tion in an oil; gas or mining title or fractional undivided interest in an oil, gas, or other mineral
lease or in payments out of production under such a title or lease, right, or royalty; or, in general,
any interest or instrument commonly known as a “security”, or any certificate of interest or
participation in, temporary or interim certificate for, receipt for, guarantee of, or warrant or
right to subscribe to or purchase, any of the foregoing. “Security” does not include & time-
share interval as defined in seetion 567A=2 or an insurance or endowment policy or annuity
contract under which an insurance company promises to pay money either in a lump sum or
periodically for life or for some other specified period.

Sec. 6. Section 502.202, subsection 3, Code 1991, is amended to read as follows:

3. Any security issued by and representing an interest in or a debt of, or guaranteed by,
any bank organized under the laws of the United States, or any bank, savings institutien; or
trust company organized and supervised under the laws of this state.

Sec. 7. Section 502.202, subsection 10, Code 1991, is amended by striking the subsection
and inserting in lieu thereof the following:

10. Commercial paper which is a promissory note, draft, bill of exchange, or banker’s accep-
tance which satisfies the following criteria:

a. It evidences an obligation to pay cash within nine months after the date of issuance, exclu-
sive of days of grace.

b. It is issued in denominations of at least fifty thousand dollars.

c. It receives a rating in one of the three highest rating categories from a nationally recog-
nized statistical rating organization.

The exemption under this subsection applies to a renewal of an obligation under this sub-
section which is likewise limited, and to a guarantee of such an obligation or of a renewal.

Sec. 8. Section 502.202, subsection 11, Code 1991, is amended to read as follows:

11. A security issued in connection with an employee stock purchase, option, savings, pen-
sion, profit sharing or similar benefit plan; previded; in the ease of plans whieh are net quali-
fied under seetion 401 of the Internal Revenue Gode and whieh provide for eontribution by
employees, the administrator is notified in writing fifteen days before the ineeption of the plan
of the terms of the plan.
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Sec. 9. Section 502.202, Code 1991, is amended by adding the following new subsection:
NEW SUBSECTION. 19. Any security representing a time-share interval as defined in sec-
tion 557A.2.

Sec. 10. Section 502.203, subsection 2, paragraph ¢, Code 1991, is amended to read as follows:

c. The security was issued by an issuer which has had or currently has a class of securities
registered under this chapter, or under chapter 502 of the Code as it existed prior to January
1, 1976; or

Sec. 11.  Section 502.203, subsection 8, Code 1991, is amended to read as follows:

8. An offer or sale to a bank, savings institutien and loan association, credit union, trust
company, insurance company, investment company as defined in the Investment Company Act
of 1940, pension or profit sharing trust, or other financial institution or institutional buyer,
or to a broker-dealer, whether the purchaser is acting for itself or in a fiduciary capac-
ity. However, the administrator, by rule or order, may grant this exemption to a person or
class of persons based upon the factors of financial sophistication, net worth, and the amount
of assets under investment.

Sec. 12. Section 502.203, subsection 11, Code 1991, is amended by striking the subsection
and inserting in lieu thereof the following:

11. Any transaction pursuant to an offer to existing security holders of the issuer, includ-
ing persons who at the time of the transaction are holders of convertible securities, nontrans-
ferable warrants, or transferable warrants, exercisable within not more than ninety days of
their issuance, if:

a. A commission or other remuneration (other than a standby commission) is not paid or
given directly or indirectly for soliciting a security holder in this state; or

b. The issuer first files a notice specifying the terms of the offer and the administrator does
not by order disallow the exemption within the next ten days.

Sec. 13. Section 502.203, subsection 13, paragraphs a through d, Code 1991, are amended
by striking the paragraphs and inserting in lieu thereof the following:

a. The securities to be distributed are registered under the Securities Act of 1933 before
the consummation of the transaction; or

b. The securities to be distributed are not required to be registered under the Securities
Act of 1933, written notice of the transaction, a filing fee of fifty dollars, and a copy of the
materials by which approval of the transaction will be solicited, are given to the administrator
at least ten days before the consummation of the transaction, and the administrator does not
disallow, by order, the exemption within the next ten days.

Sec. 14. Section 502.203, Code 1991, is amended by adding the following new subsection:

NEW SUBSECTION. 17. The offer or sale of securities by a small business investment com-
pany under the federal Small Business Investment Act of 1958 if:

a. The securities are offered or sold in compliance with 17 C.F.R. §§ 230.601 through 230.610a;
and

b. The issuer has filed with the administrator the offering document to be used in connec-
tion with the offer and sale of the securities not later than the first use of the offering docu-
ment in this state, the issuer has filed with the administrator a copy of the notification of form
“1-E” required by 17 C.F.R. § 230.604 to be filed with the federal securities and exchange com-
mission, and the issuer has paid the administrator a fee of one hundred dollars.

Sec. 15. Section 502.206, subsection 3, unnumbered paragraph 1, Code 1991, is amended
to read as follows:

A Unless waived by a registrant, a registration statement under this section automatically
becomes effective at the moment the federal registration statement or notification becomes
effective if:
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Sec. 16. Section 502.208, subsection 2, Code 1991, is amended to read as follows:

2. a. Every person filing a registration statement shall pay a filing fee of one-tenth of one
percent of the maximum aggregate offering price at which the registered securities are to
be offered in this state; but. Except as provided in paragraph “b”, the fee shall in no case
be less than fifty dollars or more than one thousand dollars.

b. A face-amount certificate company, an open-end management company, or a unit invest-

ment trust, as defined i in the Investment Company Act of 1940, may register an indefinite amount

of securities under a registration statement. The registrant, at the time of filing, may pay
the maximum fee of one thousand dollars or may pay a fee of two hundred fifty dollars and
within ninety days after the end of each flscal year durmg wh1ch its registration statement

is effective and within ninety days after the registration is termmated do one of the following:

(1) Pay anraddltlonal fee of one thousand two hundred fifty dollars

(2) File a report on a form that the administrator by rule adopts reporting sales of securi-

ties to persons w1th1n th1s state e during the fiscal year, and pay an addﬁltlonal f114g fee of one-

tles ‘were offered in this state However the fee in no case shall be more than one thousand

two hundred fifty dollars

c. ‘When a registration statement is withdrawn before the effective date or a pre-effective
stop order is entered under section 502.209, the administrator shall retain the fee.

Sec. 17. Section 502.208, subsection 9, Code 1991, is amended by striking the subsection
and inserting in lieu thereof the following:

9. a. A registration statement shall remain effective for one year from its effective date
unless it is extended by rule or order of the administrator. All outstanding securities of the
same class as a registered security are considered to be registered for the purpose of any trans-
action by or on behalf of a person who is not the issuer, and who is not in control of the issuer
or controlled by the issuer or under common control with the issuer, so long as the registra-
tion statement is effective, unless otherwise prescribed by order. A registration statement
may not be withdrawn after its effective date if any of the securities has been sold in this state,
unless permitted by rule or order of the administrator. A registration statement is not effec-
tive during the time a stop order is in effect under section 502.209. A registration statement
which never became effective may be withdrawn without prejudice to the issuer upon request
and for good cause as determined at the discretion of the administrator.

b. During the effective period of a registration statement, the administrator may by rule
or order require the person who filed the registration statement to file reports, not more often
than quarterly, to keep reasonably current the information contained in the registration state-
ment and to disclose the progress of the offering. If any of the securities registered has been
sold in this state, the administrator may by rule or order extend the period for filing the reports
for an additional period not exceeding two years from the date the registration became effec-
tive or from the date of its last amendment or extension.

Sec.18. Section 502.209, subsection 1, Code 1991, is amended by adding the following new
paragraph:

NEW PARAGRAPH. j. The applicant or registrant has abandoned the registration state-
ment. The administrator may enter an order under this paragraph if notice is sent to the appli-
cant or registrant, and either the administrator fails to receive a response from the applicant
or registrant, or action is not taken by the applicant or registrant within the time specified
by the administrator.

Sec. 19. Section 502.301, subsection 1, Code 1991, is amended to read as follows:

1. It is unlawful for any person to transact business in this state as a broker-dealer or agent
unless at least one of the following conditions is satisfied:

a. m person is registered under this chapter.

b. The person is a broker-dealer who has no place of business in this state and the broker-

dealer satisfies one of the followmg requirements:
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(1) The broker-dealer effects transactions in this state exclusively with or through the issuers
of the ‘securities involved i in the transaction, other broker-dealers, banks, trust companies, insur-
ance companies, or investment companies as defined in the Investment Company Act of 19&
pension or profit sharing trusts, or other financial institutions or institutional buyers, whether
acting for themselves or as trustees;

(2) During any period o of twelve consecutive months the broker-dealer does not effect trans-
actlons in this state in any manner with more than three persons other than those spec1f1ed

state; or
(8) The administrator designates the broker-dealer as exempt from these requirements by
either rule or order.

Sec. 20. Section 502.302, subsection 1, Code 1991, is amended to read as follows:

1. A broker-dealer or agent may obtain an initial or renewal license by filing with the adminis-
trator, or an organization which the administrator by rule designates, an application together
with a consent to service of process pursuant to section 502.609 and the appropriate filing
fee. The application shall contain the information the administrator requires by rule concern-
ing the applicant’s form and place of organization, proposed method of doing business and finan-
cial condition, the qualifications and experience of the applicant, including, in the case of a broker-
dealer, the qualifications and experience of any partner, officer, director or controlling per-
son, any injunction or administrative order or conviction of a misdemeanor involving securi-
ties and any conviction of a felony, and any other matters which the administrator determines
are relevant to the application. If no denial order is in effect and no proceeding is pending
under section 502.304, registration becomes effective at noon of the thirtieth day after an a
completed application or an amendment completing the application is filed, unless waived by
the applicant. The administrator may by rule or order specify an earlier effective date and
mey by order defer the effeetive date until noon of the thirtieth day after the filing of an amend-
ment. Registration of a broker-dealer automatieally eonstitutes registration of an agent named
in the application or amendments to the applieation whe is a partner, officer or direetor, or
whe is a persen oeceupying a similar status or performing similar funetions:

Sec. 21. Section 502.302, subsection 2, Code 1991, is amended to read as follows:

2. Every applicant for initial or renewal registration as a broker-dealer shall pay a filing
fee of two hundred dollars. Every applicant for initial or renewal registration as an agent shall
pay a filing fee of twenty thirty dollars. A filing fee is not refundable.

Sec. 22. Section 502.302, subsection 5, unnumbered paragraph 1, Code 1991, is amended
to read as follows:

Every Except as provided in this subsection, a broker-dealer and every an issuer who employs
agents in connection with any security or transaction not exempted either by section 502.202
or section 502.203, shall file and maintain with the administrator a bond conditioned that the
broker-dealer or issuer shall properly account for any moneys or securities received from or
belonging to another and shall pay, satisfy, and discharge any judgment or decree that may
be rendered against such broker-dealer or issuer in a court of competent jurisdiction in a suit
or action brought by a purchaser or seller of securities against such broker-dealer or issuer
in which it shall be found or adjudged that such securities were sold or purchased by the broker-
dealer or issuer in violation of this chapter. Such bond may be drawn to cover the original
license and any renewals thereof, and may contain a provision authorizing the surety therein
to cancel upon thirty days not1ce to the pr1nc1pal and the admlmstrator A broker- dea]er who

Sec. 23.  Section 502.303, subsection 4, Code 1991, is amended to read as follows:

4. The administrator shall may make periedie examinations, within or without this state,
of the business and records of each registered broker-dealer, at the times and in the scope
as the administrator determines. The examinations may be made without prior notice to the
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broker-dealer. The administrator may copy all records the administrator feels are necessary
to conduct the examination. The expense reasonably attributable to an examination shall be
paid by the broker-dealer whose business is examined, but the expense so payable shall not
exceed an amount which the administrator by rule prescribes. For the purpose of avoiding
unnecessary duplication of examinations, the administrator may co-operate with securities
administrators of other states, the securities and exchange commission, and any national secu-
rities exchange or national securities association registered under the Securities Exchange
Act of 1934. The administrator shall not make public the information obtained in the course
of examinations, except when a duty under this chapter requires the administrator to take
action regarding a broker-dealer or to make the information available to one of the agencies
specified in this section, or except when the administrator is called as a witness in a criminal
or civil proceeding.

Sec. 24. Section 502.304, subsection 1, unnumbered paragraph 1, Code 1991, is amended
to read as follows:

The administrator may by order deny, suspend, or revoke a registration or may censure,
an applieant or registrant or may impose a civil penalty upon, or bar an applicant, registrant,
or any officer, director, partner, or person occupying a similar status or performing similar
functions for a registrant. A person barred under this subsection may be prohibited by the
administrator from employment with a registered broker-dealer. The administrator may res-
trict the person barred from engaging in any activity for which registration is required. Any
action by the administrator under this subsection may be taken if the order is found to be
in the public interest and it is found that the applicant or registrant or, in the case of a broker-
dealer, a partner, an officer, or a director, a person occupying a similar status or performing
similar functions, or a person directly or indirectly controlling the broker-dealer:

Sec.25. Section 502.304, subsection 1, paragraph d, Code 1991, is amended to read as follows:

d. Is permanently or temporarily enjoined by any court of competent jurisdiction from engag-
ing in or continuing any conduct or practice involving any aspect of the securities, insurance,
or commodities business;

Sec. 26. Section 502.304, subsection 1, paragraph f, Code 1991, is amended by striking the
paragraph and inserting in lieu thereof the following:

f. Is the subject of an adjudication or order entered after notice and opportunity for hear-
ing, within the past ten years by a securities or commodities agency, an administrator of another
state, or a court of competent jurisdiction, that reflects that the person has violated the Secu-
rities Act of 1933, the Securities Exchange Act of 1934, the Investment Advisers Act of 1940,
the Investment Company Act of 1940, or the Commodity Exchange Act, a securities or com-
modities law of any other state, or a United States postal service fraud order. However, the
administrator may not do either of the following:

(1) Institute a revocation or suspension proceeding under this paragraph more than one year
from the final agency order relied on or, if the order has been appealed, the final court decision.

(2) Enter an order under this paragraph on the basis of an order under another state law
unless that order was based on facts which would currently constitute a ground for an order
under this section.

Sec.27. Section 502.304, subsection 1, paragraph j, Code 1991, is amended to read as follows:
J- H a broker-dealer; it has Has failed reasonably to supervise its agents an agent or employee.

Sec. 28. Section 502.304, subsection 1, Code 1991, is amended by adding the following new
paragraphs:

NEW PARAGRAPH. k. Has been denied the right to do business in the securities indus-
try, or the person’s authority to do business in the securities industry has been revoked for
cause by another state, federal, or foreign governmental agency or by a self-regulatory organi-
zation.
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NEW PARAGRAPH. 1. Has been the subject of a final order in a criminal, civil, injunctive,

or administrative action for securities, commodities, or fraud-related violations of the laws of
this state or another state, federal, or foreign governmental unit.

Sec. 29. Section 502.304, subsection 2, Code 1991, is amended to read as follows:

2. The administrator may not institute a suspension or revocation proceeding under sub-
section 1, paragraphs “‘¢” through “f”, on the basis of a fact known to the administrator when
reglstratlon became effective unless the proceeding is instituted within thirty sixty days after

the effective date.

Sec. 30. Section 502.304, subsection 7, Code 1991, is amended to read as follows:

7. A civil penalty 1ev1ed under subsection 1 shall not exceed twe hundred fifty one thou-
lars in a single proceeding against any one person. All administrative fines received shall be
deposited in the state general fund of the state.

Sec. 31. Section 502.603, subsection 2, Code 1991, is amended to read as follows:

2. a. For the purpose of any investigation or proceeding under this chapter, the adminis-
trator or any officer designated by the administrator may administer oaths and affirmations,
subpoena witnesses, compel their attendance, take evidence, and require the production of
any books, papers, correspondence, memoranda, agreements or other documents or records
which the administrator deems relevant or material to the inquiry, all of which may be enforced
in accordance with the lewa administrative proeedure Aet chapter 17A.

b. The administrator may issue and bring an action in district court to enforce subpoenas
in thls state at the request of a securities agency or administrator of another state, if the activity
constltutmg an alleged vxolatlon for whlch the information i is sought would be a violation of

Sec. 32. NEW SECTION. 502.603A COOPERATION WITH OTHER AGENCIES.

1. To encourage uniform interpretation and administration of this chapter and effective secu-
rities regulation and enforcement, the administrator may cooperate with the securities agen-
cies or administrators of any state, Canadian province or territory, another country, the secu-
rities and exchange commission, the commodity futures trading commission, the securities
investor protection corporation, any self-regulatory organization, any national or international
organization of securities officials or agencies, and any governmental law enforcement or regula-
tory agency.

2. The cooperation authorized by subsection 1 may include, but is not limited to, the following:

a. Establishing a central depository for licensing or registration under this chapter and for
documents or records required or allowed to be maintained under this chapter.

b. Making a joint examination or investigation.

¢. Holding a joint administrative hearing.

d. Filing and prosecuting a joint civil or administrative proceeding.

e. Sharing and exchanging personnel.

f. Sharing and exchanging information and documents subject to restriction of confidential-
ity in section 502.603, subsection 1.

g. Formulating, in accordance with chapter 17A, rules or proposed rules on matters such
as statements of policy, guidelines, and interpretive opinions.

Sec. 33. Section 502.604, Code 1991, is amended to read as follows:

502.604 CEASE AND DESIST ORDERS — INJUNCTIONS.

Whenever If it appears to the administrator that any a person has engaged or is about to
engage in any an act or practice constituting a violation of any previsien ef this chapter or
any rule or order hereunder adopted or issued pursuant to this chapter, the administrator may
do either or both of the following:

1. Issue an order directed at any sueh the person requiring sueh the person to cease and
desist from engaging in such act or practice; or.
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2. Bring an action in the district court to enjoin the aets or praetiees act or practice and
to enforce compliance with this chapter or any a rule or order hereunder adopted or issued
pursuant to this chapter. Upon a proper showing a permanent or temporary injunction, re-
straining order, or writ of mandamus shall be granted and a receiver or conservator may be
appointed for the defendant or the defendant’s assets. In addition, upon a proper showing by
the administrator, the court may enter an order of rescission, restitution, or disgorgement
directed at any person who has engaged in an act constituting a violation of this chapter, or

a rule or order adopted or issued pursuant to this chapter. The administrator shall not be

required to post a bond.

Sec. 34. NEW SECTION. 502.604A COURT ACTION.

If a person fails or refuses to file any statement or report or to produce any books, papers,
correspondence, memoranda, agreements, or other documents or records, or to obey any sub-
poena issued by the administrator, the administrator may refer the matter to the attorney
general, who, after notice, may apply to a district court to enforce compliance. The court may
order any or all of the following:

1. Injunctive relief, restricting or prohibiting the offer or sale of securities.

2. Revocation or suspension of any license or registration.

3. Production of documents or records, including but not limited to books, papers, correspon-
dence, memoranda, or agreements.

4. Such other relief as may be required.

Such an order shall be effective until the person files the statement or report or produces
the documents requested, or obeys the subpoena.

Seec. 35. Section 502.609, subsection 1, unnumbered paragraph 1, Code 1991, is amended
to read as follows:

Every applicant for registration under this chapter, and every issuer which proposes to offer
a security in this state threugh any persen aeting as agent, shall file with the administrator,
in such form as the administrator by rule prescribes, an irrevocable consent appointing the
administrator or the administrator’s successor in office to be such person’s attorney to receive
service of any lawful process in any noncriminal suit, action or proceeding against such person
or the suecessor, executor or administrator of such person which arises under this chapter
or any rule or order hereunder after the consent has been filed, with the same validity as if
served personally on the person filing the consent. The consent need not be filed by a person
who has filed a consent in connection with a previous registration which is then in effect. Ser-
vice may be made by leaving a copy of the process in the office of the administrator, but it
is not effective unless the plaintiff, including the administrator when acting as such,

Sec. 36. Section 502.210, Code 1991, is repealed.

Approved April 22, 1991

CHAPTER 41

PUBLIC RETIREMENT SYSTEMS — SURVIVING SPOUSE BENEFITS
HF. 5

AN ACT relating to the payment of pension benefits to surviving spouses under the chapters
97A, 410, and 411 retirement systems, and providing retroactive applicability dates.

Be It Enacted by the General Assembly of the State of Iowa:

Section 1. Section 97A.6, subsection 8, paragraph b, unnumbered paragraph 5, Code 1991,
is amended to read as follows:



